10

11

12

13

14

15

16

17

18

19

20

21

22

BEFORE THE
| LLI NO S COMVERCE COVM SSI ON

IN THE MATTER OF:

I LLI NO S COMVERCE
COMM SSION ON | TS OWN
MOTI ON,

VS.

NORTH SHORE GAS COMPANY

Reconcili ati on of

revenues coll ected under

gas adj ustment charges
with actual costs
prudently incurred.

Chi cago,

Apri |

N N N N N N N N ! e N N e e

No. No. 01-0706

I[11inois

22, 2005

Met pursuant to notice at 10:07 a.m

BEFORE:

MS. CLAUDI A SAI NSOT, Adm nistrative Law Judge

APPEARANCES:

MR. SEAN BRADY and

MR. JAMES E. WEG NG
160 North LaSalle Street,

Chi cago, Illinois
Appearing for

60601
St af f;

Suite C-800
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APPEARANCES:  ( CONT' D)

Mc GUI REWOODS, LLP, by
MS. MARY KLYASHEFF and
MR. THOMAS R. MULROY

77 West Wacker Drive
Suite 4100

Chi cago, Illinois 60601

Appearing for North Shore Gas Conpany;

MR. MARK KAM NSKI
100 West Randol ph Street, 11th Fl oor
Chicago, Illinois 60601

Appearing for the People of the State of

I11inois;

MS. JULIE L. SODERNA
208 South LaSalle Street, Suite 1760
Chicago, Illinois 60604

Appearing for CUB.

SULLI VAN REPORTI NG COMPANY, by
Caryl L. Hardy, CSR, RPR
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JUDGE SAI NSOT: By the authority vested in
me by the Illinois Commerce Comm ssion, | now call
docket 01-0706. It is the Illinois Comrerce
Comm ssion on its own notion versus North Shore Gas
Company and is a reconciliation of revenues with
prudent adj ustment charges.

Well, it is ny understanding that the
Staff is going to go out of order?

MR. BRADY: Appearances?

JUDGE SAI NSOT: Okay. Let's do
appearances. Thank you.

MS. KLYASHEFF: Appearing for North Shore
Gas Conpany, Thomas Mulroy and Mary Klyasheff with
McGui rewoods, 77 West Wacker, Chicago, IIllinois,
60601.

MR. KAM NSKI: Mark Kam nski of the
I1linois Attorney General's office, 100 West
Randol ph Street, Chicago, Illinois, 60601,
appeari ng on behalf of the People of the State of
I11inois.

MS. SODERNA: Julie Soderna appearing on

behal f of the Citizens Utility Board, 208 South
325
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LaSal | e,

Staff of

Suite 1760, Chicago, Illinois, 60604.

MR. BRADY: Appearing on behalf of the

the Illinois Commerce Conmm ssion, Sean R.

Brady and James E. Weging, 160 North LaSalle

Street,

Suite C-800, Chicago, Illinois, 6060

JUDGE SAI NSOT: Okay. It is ny

1.

understanding Staff wi tnesses are going to be

cal |l ed out of order; is that correct?

Dr. Davi

yoursel f

first?

MR. BRADY: Yes, your Honor.
JUDGE SAI NSOT: COkay.
MR. BRADY: Your Honor, Staff calls

d Rearden.

M. Rearden, will you please introd
for the record and spell your | ast
JUDGE SAI NSOT: \Why don't we swear

MR. BRADY: Yes.

(The witness was duly sworn.)

uce

name?

himin
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DR. DAVI D REARDEN,
called as a witness herein, having been first duly
sworn, was exam ned and testified as foll ows:

DI RECT EXAM NATI ON

BY
MR. BRADY:
Q W Il you please introduce yourself for the

record and spell your |ast name?

A My nanme is David Rearden.
Q And will you spell your |ast name?
A R-e-a-r-d-e-n.

Q. M. Rearden, who do you work for?
A " man econom st in the policy program of
the energy division of the Illinois Comerce

Conmm ssi on.

Q Did you prepare testinony for this case?

A Yes.

Q How many pieces of testinmony did you
prepare?

A Thr ee.

Q What were the nanmes of those testinonies?

A | have direct testinmony. |'ve got a filed

327



10

11

12

13

14

15

16

17

18

19

20

21

22

revised additional direct and

and rebuttal testinony.

Q

rebuttal testinony

And there are redacted and unredacted

versions of all three of those docunments?

A

Q

Yes.

And attached to all t

hree of those

docunments are appendi ces expl aining your

cal cul ati on met hodol ogi es?

A.
Q.
that's i

A

Q

Yes.

And referring to your

direct testinmony,

dentified as Staff Exhibit 3.07?

Yes.

You have Staff Exhibits 3.01 through 3.04

that you're sponsoring?

A.

Q
rebutt al
Exhi bi t

A.

Q
t hrough

A

Yes.

And your revised addi
testinmony is identifi
7.0; is that correct?
Yes.

And attached to that
7.05?

Yes.

tional direct and

ed as I CC Staff

are Exhibits 7.01
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Q And there are no attachnments to your
Exhibit 11; is that correct?

A Yes.

Q Was this testinmny prepared by you or
under your direction?

A Yes.

Q If I were to ask the questions that are
contained in these docunents today, would your
answers be the sanme?

A Yes.

Q And to your know edge, all these docunents
have been prefiled on e-docket?

A Yes.

MR. BRADY: Your Honor, at this tine we
nove that I CC Staff Exhibit 3.0, both the redacted
and unredacted versions; Staff Exhibit 7.0, the
redacted and unredacted versions; and | CC staff
Exhi bit 11.0, redacted and unredacted versions, be
moved into the record.

JUDGE SAI NSOT: Any objection?

MS. KLYASHEFF: No.

JUDGE SAI NSOT: That being the case,
329
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M. Brady, your motion is granted. And the ICC
Staff Exhibit 3.00, which is Dr. Rearden's direct
testinony; Staff Exhibit 7.00, which is
Dr. Rearden's revised additional direct testinony;
and | CC Exhibit 11.00, which is Dr. Rearden's
rebuttal testinmony, all three docunents, redacted
and unredacted, are admtted into evidence.

MR. BRADY: Thank you, your Honor.

At this time we have no questions for
Dr. Rearden and we tender him for
Cross-exam nati on.

MS. KLYASHEFF: The conpany has cross for
Dr. Rearden. However, the questions would be
substantially the same as several questions that
Peopl es Gas asked Dr. Rearden in Docket 01-0707.
We woul d request, once the transcript is avail able
in that other docket, that adm nistrative notice be
t aken of the relevant portion of the transcript in
this docket. And if that is acceptable to the
parties and to your Honor, we woul d not have any
questions at this tine.

JUDGE SAI NSOT: Any objection?
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MR. BRADY: Staff has no objection with

t hat .

JUDGE SAI NSOT:

Ms.

is granted. Just furnish me with a copy of the

transcripts fromDr. Rearden's testinony in the

0707 case so physically |

here.

MS. KLYASHEFF:

JUDGE SAI NSOT:

can put

We wil |

Kl yasheff, your notion

themin the file

do t hat.

Thank you.

So anyone el se?

MR. BRADY: I
Knepler fromthe Staff.

JUDGE SAIl NSOT:
Dr. Rearden?

MR. KAM NSKI :

JUDGE SAIl NSOT:
doesn't have any.

MR. KAM NSKI :

MR. BRADY: I

beli eve we have Steve

Correct,

St eve?

The AG has no questions of

No,

we do not.

And | take it the CUB

guess not.

apol ogi ze.

questions for Dr. Rearden.

JUDGE SAI NSOT:

gquesti ons.

don't

You may have

have any
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Ckay. | think you can go. Thank you very
much, Dr. Rearden.

MR. BRADY: Your Honor, the next w tness
Staff will call is M. Steve Knepler.

(The witness was duly sworn.)
STEVEN KNEPLER,

called as a witness herein, having been first duly
sworn, was exam ned and testified as foll ows:

DI RECT EXAM NATI ON

BY
MR. BRADY:
Q M. Knepler, will you please introduce

yoursel f and spell your |ast name for the record?
A My name is Steven R. Knepler,
K-n-e-p-1-e-r.

Q M. Knepler, for whom do you work?

A I work as a supervisor in the accounting
department of the Illinois Commerce Conm ssion.

Q Did you prepare testinony in this case?

A. Yes. | prepared three sets of testinmony

in this docket.

Q Were they direct testinony, additional
332
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direct and rebuttal testinony, and rebuttal

testi nony?

A Yes, they were.

Q Do you have the direct testinony in front
of you?

A Yes, | do.

Q And is that identified as | CC Staff
Exhi bit 1.07?

A That's correct.

Q And attached to that are schedules 1.01
t hrough 1. 05?

A That's correct.

Q Do you have your additional direct and
rebuttal testinony?

A Yes, | do.

Q Is that identified as I CC Staff
Exhi bit 5.07?

A That's correct.

Q. And does that contain schedules 5.01
t hrough 5. 057

A It does.

Q And do you have your rebuttal testinony
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t here?
A. Yes, | do.
Q And is that identified as | CC Staff

Exhi bit 9.07?

A. That is correct.
Q. And there are no schedul es attached to
t hat ?
A. No schedules. It consists of six pages of

guestions and answers.

Q The testinmony itself contains six pages of
guestions and answers; is that what you're saying?

A That's correct.

Q Thank you.

Wth respect to all three of these
docunents, all the docunents you've |isted here,
were these prepared by you?

A They wer e.

Q If I were to ask you the questions
contained in these docunents, would your answers be
the same?

A They woul d.

Q Do you have any corrections to any of

334



t hese document s?

A No, | do not.

Q And to your know edge, have these
docunents been prefiled on e-docket?

A. Yes, they were.

MR. BRADY: Your Honor, at this tine we

nove that M. Knepler's testinony that's been
identified as ICC Staff Exhibit 1.0 with schedul es

1.01 through 1.05, I1CC Staff Exhibit 5.0 with
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schedul es

Exhibit 9

case, M.
Exhibit 1.
testi nony

t esti nony
testi nmony

adm tted

5.01 through 5.05, as well as Staff

.0 would be admtted into the record.

JUDGE SAI NSOT: Any obj ection?

MS. KLYASHEFF: No.

JUDGE SAI NSOT: Okay. That being the

Brady, your notion is granted and Staff
00, 5.00, and 9.00, which are the direct
of M. Knepler, the additional direct

of M. Knepler, and the rebuttal

of M. Knepler, respectfully are all

i nto evidence.

MR. BRADY: Thank you, your Honor. We

have no questions for M. Knepler at this tinme, and
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we tender him for cross-exam nation.
JUDGE SAI NSOT: Any cross?
MS. KLYASHEFF: The conpany has no cross
for M. Knepler.
JUDGE SAINSOT: | take it the AG has no
gquesti ons.
MR. KAM NSKI: We have no cross.
JUDGE SAI NSOT: Okay. It | ooks |ike
you're free to go, M. Knepler. Thank you.
THE W TNESS: Thank you.
JUDGE SAI NSOT: \Who's next?
MS. KLYASHEFF: The conpany calls David
Wear .
(The witness was duly sworn.)
DAVI D WEAR,
called as a witness herein, having been first duly
sworn, was exam ned and testified as foll ows:
DI RECT EXAM NATI ON
BY
MS. KLYASHEFF:
Q Pl ease state your name and business

address for the record.
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A David Wear, 130 West Randol ph Drive,
Chicago, Illinois, 60601.
(Respondent's Exhibits B, C, D, H, |
and 2-10 marked for identification,
4-22-05.)

BY MS. KLYASHEFF:

Q You have before you a docunent entitled
Direct Testinmony of David Wear and marked for
identification as Respondent's Exhibit B.

You al so have before you a docunent
entitled Additional Direct Testinony of David Wear
and marked for identification as Respondent's
Exhibit C. Included with that testimny were
docunments identified as Respondent’'s Exhibits 2
t hrough 8.

You have before you anot her docunent
entitled Rebuttal Testinmny of David War and
mar ked for identification as Respondent's
Exhibit D. Included with that testinony were two
docunments identified as Respondent's Exhibits 9 and
10; a document entitled Additional Rebuttal

Testimony of David Wear marked for identification
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as Respondent's Exhibit H, and finally, a docunent

entitled surrebuttal testimny of David Wear

for identification as Respondent's

Exhibit 1.

mar ked

Do these docunents include the testinony

that you wish to give in this proceedi ng?

A

Q

Yes, they do.

Do you have any changes or corrections to

any of these docunents?

A

Q

No.

If I were to ask you the questions

i ncluded in your testinmony, would your answers be

the same as set forth in these docunments?

A

Q

Yes, they woul d.

Are the docunments identified as Exhibits 2

t hrough 10 the docunents to which you refer

reference to those exhibit nunmbers in your

testinmony?

A

Q

under

A

Yes.

by

And were those exhibits prepared by you or

your supervision and direction?

Yes.
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Q Do you adopt these docunents as your sworn
testinmony in this proceeding?
A Yes, | do.

MS. KLYASHEFF: Subject to
cross-exam nation, we move for the adm ssion of
Respondent's Exhibits B, C, D, H, and | and
Exhi bits 2 through 10.

MR. KAM NSKI: No objection.

MR. BRADY: Staff has no objection.

JUDGE SAI NSOT: Okay. That being the
case, your notion is granted, M. Klyasheff, and
Peopl es Gas Light and Coke Conpany Exhibits B, C,
D, H, and I, which are the direct; the additional
direct, the rebuttal; the additional rebuttal and
the surrebuttal of David Wear are all admtted into
evidence, as well as Respondent's Exhibits 2
t hrough 10 which are attached to M. Wear's
addi tional direct and his rebuttal.

MS. KLYASHEFF: Just a clarification, |
t hi nk you said Peoples Gas and these are North
Shore exhibits.

JUDGE SAI NSOT: Thank you very much.
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North Shore Gas. Thank you.

MS. KLYASHEFF: The conpany has no

addi tional questions for M. War and he's

avail abl e for cross.

Q

MR. KAM NSKI: Your Honor ?

JUDGE SAI NSOT: Sure.

MR. KAM NSKI: Thank you.
CROSS- EXAM NATI ON
BY
MR. KAM NSKI :

Good norning, M. War. Mar k Kam nski

with the Attorney General's Office.

A

Q

Good norning.

Could you turn to your additional direct

that's Exhibit C, page 67?

A

Q

Ckay.

On line 120, you state that you use basis

to describe the difference in gas prices on the

| ocation in the field area and gas prices at the

Chicago city gate, correct?

A

Q

Yes, | do.

Woul d you define field area as you use it

340



10

11

12

13

14

15

16

17

18

19

20

21

22

t here?

A The field area as | use in it that
testi nony would refer to various production
| ocations throughout the U S. where the conpany
woul d routinely purchase natural gas supplies or at
| east where natural gas supplies are routinely
traded.

Q So you would include in that definition
not only places where the production of gas --
actually pulled out of the ground, but also hubs
where it was traded?

A That's correct.

Q Okay. Referring to page 8 of your
additional direct, you refer to Exhibits 2 and 3.

A. Yes.

Q Specific to Exhibit 3 -- and you can flip
to that part -- that attachment to your testinony.
Woul d you agree that Exhibit 3 contains two sets of
charts and that the first set of charts shows the
yearly basis differential from 1995 to 1999
estimating and estimating the yearly basis for 2000

and 20017?
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A. Yes.
Q And t hat each chart is different -- I'm

sorry. Each chart is for a different delivery

poi nt?
A Yes.
Q. And that the source of each of those three

charts is listed as CERA?

A. Yes.

Q And CERA stands for?

A Canbri dge Energy Research Associ ates, |
bel i eve.

Q Ckay. The second set of charts is eight
charts showing a nonthly basis differential from

Oct ober ' 99 projected through October 2004,

correct?
A. That's correct.
Q And each of these charts is for a

di fferent delivery point, correct?

A Yes.

Q. And for each of these eight charts, the
source is listed as Peoples' Energy?

A. Yes.
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Q Could you now turn to page 6 of your

rebuttal testinmony? | believe that's Exhibit D or
B.

A Ckay.

Q If you | ook on line 105, you state in

response to staff witness Rearden that if initial
basis differentials were | ow and/or the yearly
declines in these differentials proved to be |arge
enough, then purchasing gas at the city gate at a
city gate index would lead to | ower gas costs,
correct?

A Yes.

Q When you refer to the possibility of
initial basis differentials being |ow and/or the
yearly declines in these differential proving to be
| ar ge enough, are you referring to the charts in
Exhi bit 37

A Just by way of exanple, but not
specifically to those in any other fashion.

Q So you are stating that the charts that
are provided in Exhibit 3 are essentially an

exanpl e or proof of an example of the initial basis
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differentials being |ow and the yearly declines
bei ng proved | arge enough?

A No. |I'msorry for the confusion. |
believe the charts in Exhibit 3 are nmerely exanpl es
of basis differentials being shown in decline. |
make no inference to their starting point or the
rate of decline being rapid or not.

Q Okay. Could you please move back to
page 8 of your additional direct?

Are you there?

A Yes.

Q On Iine 164 you claimthat the data in the
attached exhibits there, referring to 2 and 3 --
indicate a projected decline in basis differentials
slightly greater than one cent per MVBtu per year?

A Yes.

Q And referring to lines 165, 166 of that
sanme page, you state that this one-cent MMBtu per
year value is obtained by determ ning the average
sl ope of the linear regression shown in Exhibit 3,
correct?

A | believe the testinony that | just
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admtted into evidence states this value is
obt ai ned by determ ning the average slope of the
lines spotted on the charts in Exhibit 3.

Q Ckay. Could you go to your rebuttal
testi nony, please, page 9?

A Yes.

Q On line 193, | believe this statement |'m
going to read waps around to the next page. You
state that the only significant changes in the GPAA
versus historical purchasing practices were the
process of arriving at the GPAA and desire of the
conpany to protect its transportation assets from
t he damagi ng effects of a potential dramatic
decline in basis, correct?

A. Yes.

Q Does this potential dramatic decline in
basis refer to the projected decline basis
differentials slightly greater than one cent per
MMVBt u per year that you discussed in your
addi ti onal direct?

A. No. That would be a reference to basis

declines that were, in my words, nore dramatic than
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t he ones per year that | identified in my exhibits.

Q Coul d you please now turn to page 23 of
your rebuttal testinony?

A " msorry. Which page?

Q Twenty-three.

A. Okay.

Q Specifically on lines 496 and 97, you
refer to the real potential for significant decline
in basis, correct?

A Yes.

Q. Are the charts on Exhibit 3 attached to
your additional direct testinmny the basis for your
reference to the real potential for significant
decline in basis?

A No.

Q Woul d you now | ook at Exhibit 3, please?
Specifically could you | ook at the chart that is
titled Basis Differential-Md Continent to Chicago
with the source being Peoples Energy?

A. Okay.

Q Now, this chart shows that data from

Oct ober 1999 projected through October 2004,
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correct?

A Yes.

Q And this chart indicates that the basis
differential is mainly seasonal in nature, correct?

A. | would agree that the data shows a
seasonal conponent to the data, yes.

Q And you woul d agree that the basis is
hi gher in the nonths Novenmber through March than
the months April through October on this chart?

A Yes.

Q. And for this chart, the first data point
is October, correct?

A. The first data point; did you say?

Q. Yes.

A. Yes.

Q And the next five data points in this
chart are at the seasonal peak of Novenmber through
March, correct?

A Yes.

Q And the | ast seven data points of this
chart reflect the seasonal |ow for the basis

differential, correct?
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A That's correct.

Q And each of these basis charts attached to
your additional direct that have Peopl es Energy as
a source cover the sanme dates: October '99 through
Oct ober 2004, correct?

A Yes.

Q So each of the basis charts attached to
your additional direct which indicate Peoples
Energy as a source start out with five of the six
first data points at the seasonal peak and end with
seven data points at the seasonal |ow, correct?

A That's correct.

Q. Now, each of these charts in Exhibit 3
t hat have Peopl es Energy as a source you provide a
trend |ine, correct?

A That's correct.

Q And this trend Iine is what you base the
slightly greater than one cent per MMBtu per year
nunber on?

A Those and the trend lines for the CERA
charts as well.

Q The other charts in Exhibit 3?
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A. Yes.

Q Those other charts in Exhibit 3 only
address '99 -- I'msorry -- '95 through 2001 with
2000 and 2001 being estimated anounts, correct?

A That's correct.

Q Now, referring back to the second set of
charts, those that go from October '99 to October
2004, would you agree that the choice of the
starting point and ending point of these charts

woul d i nfluence the observed trend line in these

charts?

A I think that anytime you use different set
of data in your applying of a line, you will get
different results. | don't know that the starting

and endi ng points would necessarily have any nore
effect than any other points that you would renove.
Q Coul d you turn to your additional direct
testinony, page 9?
A Ckay.
Q. On line 175, you state the charts in
Exhi bit 3 show that the projected basis

differentials are lowest in April through October
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when transportation assets are nmore readily
avai l able for optim zation, correct?

A Yes.

Q Optim zation can only be done when those
transportati on assets are not being used to serve
retail custoners, correct?

A | think that's a correct statenment, yes.

Q In other words, data would be that

optim zation can only be done when transportation

rights are not otherw se being used by the utility,
correct?
A | think that you've rephrased it in a way

t hat keeps the sanme neaning, yes.

Q Now, beyond the value that could be
realized from optim zation, the transportation
rights are valuable to the utility during the peak
transportation season I'mreferring to: Novenber
t hrough March, correct?

A I"msorry. You're going to have to repeat
t hat question, please.

Q Beyond optim zation, the transportation

rights of the utility are valuable to that utility
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during the peak transportation season, correct?

A Beyond the optim zation potential, the
transportation rights are valuable to the utility
at all times or could be valuable at all tines, not
solely in peak wi nter period.

Q Well, looking at the charts on Exhibit 3,
specifically those that are Peoples Energy charts,
during the seasonal peak of Novenber through March
your nonthly chart shows that the basis
differentials are much higher than in the rest of
t he year, correct?

A Yes. Those | would assume to be
average -- averages for the nonth; that there would
be variability throughout the nonth, so there could
be times during the peak period where the val ue of
t hat asset is not as high as the average. And
simlarly, during summer, there could be times when
t he value of those assets could be higher than the
average during the sumer.

Q. Well, referring to those charts, those
nont hly charts in Exhibit 3, project the basis

differentials for some of the seasonal peak months
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to be double or more than those of the off-peak

mont hs, correct?

A There are tinmes where that's true,
correct. There are times where that's not true,
al so.

Q. And when the basis differentials were

high, the utility was able to buy gas directly from
the field and transport that gas to the Chicago

city gate using its transportation rights, correct?

A Are you referring to specific activity
t hat was done by the utility in prior years?

Q " mtal king about the ability that the
utility has in having those transm ssion rights.

They can use those for the purpose that | just
stated, correct?

A That's true.

Q And if the utility uses transportation
rights to transport gas fromthe field as opposed
to buying at the city gate, when the base
differentials were high, they would successfully
avoi d or bypass those differential costs, correct?

A I don't know which costs you're referring

352



10

11

12

13

14

15

16

17

18

19

20

21

22

to when you say they would avoid those differenti al
cost s.

Q Well, before you agreed that the seasona
peak had these higher basis differentials:

Novenmber through March. And if the utility were to
use their transportation rights to deliver gas from
the field as opposed to buying city gate gas, then
t hey woul d avoid paying the differential that is
shown on that chart, correct?

A No. | don't think that's true. The only
differential that would be significant at that tinme
woul d be the delivered cost of purchasing gas in
the field and paying all the variable costs to get
it to the city gate conpared with the city gate
price that you could have purchased ot herw se. You
don't get the full benefit of the field-to-Chicago
price.

Q. So the difference would be -- the basis
differential would be the cost of the
transportation versus the basis differential?

A. | believe that's correct, yes. |'msorry.

The cost of the transportation added to the field
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price as conpared -- I'msorry. | think you said
it right. The cost of the transportati on versus
the basis differential, yes.

Q. Now, the utility does not enter into
transportation agreenents specifically so that it
can optim ze that transport capacity, correct?

(Tel ephone interruption.)

JUDGE SAINSOT: | think we're going to
have to interrupt this and take care of the phone.
|'m sorry, M. Kam nski

(Di scussion had off the record.)
BY MR. KAM NSKI :

Q The utility does not enter into transport
agreenments specifically so that it can optim ze
t hat transport capacity, correct?

A The utility does not enter into a
transportation agreenent solely for the purpose of
optim zing that capacity.

Q And the ability to bypass or -- sorry.
Strike that.

The ability to bypass the higher w nter

Chicago city gate basis to the degree that it
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exceeds the transportation costs is the reason that

the utility purchases these transportation rights,
correct?
A No. The utility would purchase certain

pi eces of transportation for a variety of reasons,

many of which would
means to arrive at
than the city gate
Q Woul d you
reasons that they e
agreenment s?
A That is a
MR. KAM NS
you.
MR. BRADY:

JUDGE SAI N

be operational, not solely as a

a delivered price that's |ess
price.
agree that it's one of the

nter into transportation

reason why it may, yes.

Kl : That's all | have. Thank

Staff has some questions.

SOT: Okay.

CROSS- EXAM NATI ON

BY
MR. BRADY:
Q Good norning, M. War. |'m Sean Brady on
behal f of the Staff of the Illinois Comrerce

Conmm ssi on.
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A Good norning.

Q Do you have your direct testinmony in front
of you, page 4? |1'msorry. Your additional
direct.

A Yes.

Q On line 73 through 76, do you see it
starts with the GPAA was the result of a | engthy
process? And then it goes on to tal k about their
request for qualification.

Do you see that sentence?

A. Yes, | do.

Q And there it tal ks about at the tinme you
were | ooking to i mplement -- that Peoples Gas --

" m sorry -- North Shore was | ooking to inplenment a
fi xed gas charge. Do you see that?

A Yes.

Q. And then in the next sentence, it talks
about they were | ooking for an RFQ for a fixed
price gas supply proposal?

A Yes.

Q How di d North Shore expect the fixed price

contract to work?
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MS. KLYASHEFF: May | object to that
guestion? The question was how did it expect the
contract to work. It's alittle bit vague. | know
what you mean, but |I'mafraid the answer m ght not
satisfy your question.

MR. BRADY: COkay.

BY MR. BRADY:
Q Let's clarify things. At the tinme the
conpany got sent out request for qualifications in

Decenmber of 1998. Do you recall that?

A Yes.
Q. And - -
A " msorry. Can | --

Sur e.

> O

-- reframe that answer?
| don't recall the event. | recal
testifying to that event.

Q Then what formed the basis for your
testi mony about the event?

A. It was through discussions with other
people within the conpany.

Q Ckay. So was it that you were involved
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with the request for qualification?

A That's correct.

Q I's it your understanding that M. Roy
Rodri guez was involved with the request for
qual ification?

A | can't know for certain whether he was,
but that makes sense that he m ght have been
invol ved in that process, yes.

Q M. Wear, a long time ago |I'm sure you had
provi ded a data request response di scussing
provi di ng studi es and cal cul ati ons supporting --
well, et me give you a docunent that's both in
response to DMG 2.115. You were identified as the
responsi ble witness. And the question was: Does
t he conpany believe its contract with Enron North
Anerica i s prudent. If yes, provide studies,
calculations to fully support the response.

MR. BRADY: Your Honor, what |I'd like to
dois -- | didn't make copies of this entire thing.
| just want to show this to himto refresh his
recollection or see if it refreshes his

recollection as to M. Rodriguez's involvenent with
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the --

JUDGE SAI NSOT: Are you going to show him
t hat whol e big stack of docunents?

MR. BRADY: I''m showi ng himthis page
ri ght here.

JUDGE SAI NSOT: Okay. Just that page, not
t he whole...

MR. MULROY: Are these North Shore data
requests?

MR. BRADY: Yes, they are.

MR. MULROY: You're refreshing his
recol |l ection?

MR. BRADY: Yes, sir
BY MR. BRADY:

Q This is data request response 2.115, and
it has you identified as the responsi ble wtness.
And | guess | asked you do you recall preparing
this or was it prepared under your direction. And
do you see that this first page is the request for
qualification? It is a draft letter, but that was
what was sent to us from -- by you.

Do you recall preparing this document --
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t hese docunments in response?

A Yes, | do.

Q On page 1 of 6, do you see where it says:
| nstructions for responses to provide themto
M. Roy Rodriguez? Do you see that?

A Yes, | do.

Q As well as Ms. Judy Pokorny as far as
contacting for questions?

A Yes.

Q Does that refresh your recollection as to
M . Rodriguez's involvenment with the requests for
qualifications?

A. Well, again, I'mnot sure if you're asking
me do | recall the activity because, as | already
said, | wasn't directly involved. | recal
M. Rodriguez and M. -- and Ms. Pokorny assisting
me in the preparation of that data response. And |
do see that their nanes are listed as the people
who solicited -- that the responses be sent to
t hem

So | can infer that M. Rodriguez had sone

i nvol vement there. | still was not present and
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wi tnessed M. Rodriguez doing the activity.

Q You have no reason to doubt that that
document was correct?

A No .

Q Thank you.

Since we're on the topic of your role at
the time during the reconciliation period or right
before the reconciliation period at the time the
GPAA was being initiated, it's your understanding
that the GPAA -- when | say GPAA, | refer to the
Gas Purchasing and Agency Agreenent. Are you
famliar with that ternf

A Yes.

Q And is it your understanding that that
contract for North Shore was signed in Septenber of
19997

A Yes.

Q And you had a different position within

t he conpany at that time than the one you have at

this time, correct -- what you do now?
A. | believe at the time | was supervisor of
t he same departnent that | am now currently
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manager .

Q Which is the gas applied adm nistration?

A Yes.

Q And just to clarify for the record, what
does gas applied adm nistration -- what does that
depart ment do?

A. They're responsi ble for negotiating supply
agreenents, transportation agreenments, storage
agreenments, the operation of those contracts on a
daily basis once they are executed and in use.

Q Thank you.

So at the time, who was the manager of the

gas supply adm nistration departnent? Was that

M. DelLara?
A. It may have been M. DelLara. |t may have
been M. Conpton. | am not sure. There was sone

period of time when M. DelLara was ny manager, and
there was a period of time when he was a director
of the area as well.

Q Di rector of gas supply?

A Right. And M. Conpton was the manager

after him
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Q. Just --

A At one point in time, M. Conpton and I
both reported to M. DelLara as supervisors and he
as the manager. Subsequent to that, M. DelLara
became a director, M. Conpton becane a manhager,
and | was a supervisor reporting to M. Conpton.

Q Thank you.

Now, as | understand it -- well, let ne
ask, was M. Bl achut the manager of gas planning at
the tinme, do you recall?

A. | believe that was true, yes.

Q. And was M. Puracchio, P-u-r-a-c-c-h-i-o,
t he manager of gas storage?

A. I"mafraid | don't know at what tinme he
had that job title.

Q Ckay. Now, going back to the tineline for
this contract for the GPAA, as | understand it in
your testinony, on page 4, lines 75 and 76 -- this
I's your additional direct.

A. Lines 74 and 75 of ny additional direct?

Q Seventy-five and 76.

A Okay.
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Q Where it says Respondents |isted nine
markers to participate in the request for
qualification process...

A Yes.

Q And then | believe subsequent -- as |
understand it, subsequent to that, the conpany,
North Shore -- was it North Shore who chose Enron
North America to enter into negotiations with?

A For the purpose of the fixed price
proposal, yes.

Q And were you involved with those
negoti ations on behalf of North Shore?

A No, | wasn't.

Q But you did performa role in evaluating

t he GPAA, correct?

A That's correct.
Q Can you descri be what that role was?
A Yes. M role was - -again, | was

supervi sor of the departnment gas supply

adm nistration at the tinme, so ny role was to

ensure that the contract operated in a fashion that

met the conpany's needs and nmet the criteria that
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we had established for

request

fixed price gas proposal.

referred to are ones that we devel oped subsequent

A

to that

Were those criteria witten down?

Not - -

Let ne rephrase that.

Were those criteria contained int
for qualification?

The request for qualification was

t he negotiation process.

he

for a

The criteria that |

for the purposes of working towards a

mar ket - based supply contract that becane the GPAA.

Q

So there was a change, and you got

from |l ooking at a fixed price contract. Di

away

d you

i ssue a new request for qualifications with the

new - -

setting forth the new standards and

gui delines for what you were | ooking for, you being

t he conpany, North Shore?

A

Q

request

sent

for

A

No. The conmpany did not.

And is it your understandi ng that
for qualification that was sent out

bot h Peopl es Gas and North Shore?

Yes.

t he

was
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Q Just to be clear, you becanme involved with
t he evaluation only after it was decided not to go
forward with a fixed price contract?

A That's ny recol |l ection, yes.

Q. And at the tinme that it was decided to
nove forward with the GPAA, was Enron North Anerica
already identified as the entity that North Shore
was going to nmove forward with in terns of a
contract?

MR. MULROY: |I'm sorry. Could |I have that
guestion read back, please?
(Record read.)
MR. MULROY: Thank you.

BY THE W TNESS:

A North Shore only -- as | recall, only
wor ked with Enron on a contract |ike the GPAA |
don't think there was ever a decision that -- prior

to executing the GPAA that there had to be a GPAA.
| think it was an evolving process. | didn't -- |
don't think there was a presupposition that this

was going to be done eventually.
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BY MR. BRADY:

Q " msorry. That was nmy poorly-franmed
question. What | was trying to determne was it's
my under standing the request for qualification was
di ssem nated for a fixed price contract. The
proposals were received. You received a nunber of
t hem

At sonme point there was a decision to --
there were two decisions made: One, the decision
to go with Enron North America, and there was al so
a decision to go with sonething different than a
fixed price contract. |I'mtrying to determ ne
whi ch happened first.

MR. MULROY: | won't object to that
question, but it has a lot of stuff in it. |If you
can answer it, just be clear what you're answering
M. Wear.

BY MR. BRADY:

Q The sinple question is which happened
first? Did you decide that -- North Shore
decide -- did North Shore choose Enron North

Anerica, or did it decide to go forward with the
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GPAA?

A Maybe if | could just explain to you ny
understanding; and if it doesn't answer your
guestion, you can ask another.

Q. Pl ease.

A. My understanding is that North Shore chose
Enron North Anmerica as the party with which it
wanted to pursue a fixed price proposal. After the
deci sion was made by the conpany to no | onger
pursue a fixed price proposal with Enron, the
conpany decided to continue to pursue other
proposals with Enron that included the GPAA.

Q Great. Thank you. That answered ny
questi on.

So then those other proposals were
di scussed in the -- | believe you nmentioned a
si x-mont h negotiati on process |eading up to the
GPAA, or maybe you just...

A | don't know where | may have used the
term six mont hs, but that's probably approxi mately
true.

Q Yes. |I'msorry. "' mrelying on what you
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refer to the spring of 1999, so | think in my m nd
| was saying March to Septenber. There's no
questi on pendi ng.

The decision to go -- North Shore's
decision to go to -- let me start that over.

Did North Shore and Peoples Gas choose to

go forward with Enron North America at the sane

time?
A | think those decisions were made, if not
at the same tine, fairly -- fairly close proximty

to one anot her.
Q So then you were involved in the
negoti ations for -- | asked you this question. |
forgot the answer already, so |I'm going to restate
it again.
You said that you were involved in the

negoti ations for the GPAA?

A To sonme degree, yes.

Q For both Peoples Gas and for North Shore?
A. Yes.

Q And do you recall, was M. Conpton

invol ved with these negotiations?
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A. I don't recall his involvenent, whether it
was -- whether he was involved or not.

Q And what about M. DelLara since he was
your supervisor?

A | believe M. DelLara was involved in the
negoti ati ons of the GPAA fromtinme to time, not --
| don't believe his involvenment was as regul ar as
m ne.

Q Was there pretty nmuch a core group that
was doing the evaluation for North Shore?

MR. MULROY: |I'm sorry. Pretty nuch what?
BY MR. BRADY:

Q Was there a core group of people who were

invol ved with the negotiations?
MR. MULROY: Thank you.
BY MR. BRADY:

Q The eval uation and negotiation of the
GPAA.

A There was a | ot of people that had sonme
i nvol vement with the negotiation process. Sone
peopl e woul d be involved very infrequently or for

only, you know, very small elenments of the
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contract. Other people had greater |evels of
i nvol vement .

It was a range of how people -- of how
much time people spent on it. | don't think that |
could draw a line to say this set of people were
the core group and these people were not.

Q Well, was your involvenment in the
eval uati on and negotiation of the GPAA the sane
with North Shore as it was with Peoples Gas?

A | would say that's true, yes.

Q When you were involved in analyzing the
GPAA, did you neet with people from Enron?

A Yes.

Q And did you visit their trading floor?
A.

| don't recall if I visited their trading
floor during the process of the -- negotiating the
GPAA.
Q So you may have done so at sonmetinme?
A | may have done so prior or after.

Q Okay. During the negotiations, did you
keep any docunmentation of your discussions?

A Well, | retained docunents of ny
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i nvol vement in the process. | don't know if these

reflect discussions with Enron or other personal
notes or things of the nature -- things of that
nat ur e.

JUDGE SAI NSOT: M. Brady, why don't we

take a ten-m nute break?

BY MR.

Q
GPAA - -

MR. BRADY: That's fi ne.
(A recess was taken.)
JUDGE SAI NSOT: Back on the record.
BRADY:
M. Wear, in your role in analyzing the

was that a fair statement you were

anal yzi ng?

A

| think |I evaluated. | analyzed. | did a

| ot of things. You can use a |lot of different

terms about what it is that | did.

Q.
regar di
| oad?

A

Okay. Did you analyze the provision

ng base | oad and the quantities for base

" msure | was involved in the devel opnent

of those nunmbers.

Q

Were you al so involved in the devel opnment
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of the summer incremental quantity, the SIQ and
the daily increnmental quantity, the DI Q?

A Yes.

Q Do you have a copy of the North Shore
GPAA, M. Wear?

A No.

Q You don't.

Let me see if | can do it wi thout actually
showi ng you the contract. |I'mfinding a copy of it
ri ght now. Section 4 of the contract relates to
pricing. And 4.2 relates -- sets forth the
provisions for flexible pricing.

Were you involved in the analysis and the
eval uati on of that aspect of the contract?

A The flexible pricing provision is a conmon
provision of all of our supply agreements. [''m
sure that the inclusion of that provision in the
GPAA woul d have occurred w thout my participation,
but I may have had something put into that.

Q You had mentioned in response to one of ny
gquestions that you had kept docunents relating to

your involvement in nmeetings related to the GPAA.
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Did you rely upon those in making your assessnent
and your recommendati on about the GPAA?

A A ot of them were docunents that served
to help us get to the point where we finally were
at with the GPAA in its final form  So they would
have referred to -- you know, oftentines, they
woul d have referred to things that were -- had
simlarities to the contract but were not really
part of the final agreement. They were just part
of the road map that got us there.

My eval uation of the GPAA in its final
form as | mentioned, was did it meet the needs of
t he conmpany; did it satisfy the requirements that
we had set forth; did | feel that it was going to
do what we wanted it to do. And | don't think I
needed to rely on any of those or -- | don't think
| relied on any docunents that | saved or m ght not
have saved in order to conme to that concl usion.

Q Were the neetings regarding the GPAA for
Nort h Shore conducted at separate tines than they
were from Peopl es Gas?

A. The Peoples Gas contract and the North
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Shore contract are simlar but not identical. |

t hi nk, by and | arge, when we were discussing those
common provisions, we weren't thinking necessarily
t hat we were negotiating for one conpany or the

ot her.

But obviously there were provisions that
are specific to one conpany or the other. And the
conversation could have swi tched back and forth
bet ween general topics and specific topics fairly
qui ckly. We didn't have necessarily a nmeeting to
di scuss Peoples Gas followed by a neeting to
di scuss North Shore Gas if we were discussing
common t hings.

So | don't know how el se to characterize
it. There was a variety of ways in which we
di scussed the contracts.

Q Is it fair for me to characterize what you
just said as far as you spoke -- we spoke about the
contract generally and specifically. When you
spoke about things generally, it was itens that
were commmon between the two contracts and

specifically would be itenms that were only specific
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to each contract such as the discount price which
was different for each contract?

Woul d that be a fair understandi ng of what
you were conveyi ng?

A. | don't know if that exanple that you put
forth would replicate ny thinking when | said that.
For exanple, the discounts, although they are --
one is two cents and one is three cents. | think
when we were tal king about the discount, people who
were tal king about the discount would have
understood it in same general sense for each
conpany.

In the sanme way, a base | oad quantity
woul d have the same general meaning behind it, even
t hough t he base | oad quantity of one contract would
be significantly different than the base | oad
guantity in another contract.

So, again, | couldn't divide the
conversations of the negotiations along any
specific lines like that.

Q Do you have Exhibit D, which is your

rebuttal testinmny? On page -- |'msorry. It's
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Exhi bit H, your additional rebuttal testinony. On
page 5 near the top in this section, you're
responding to -- you're discussing M. Rodriguez's
anal ysi s. Do you know M. Rodriguez's analysis to
be al so known as the Aruba anal ysi s?

A Yes.

Q And then on lines 81 to 83 you tal k about:
Al t hough the company did not rely on
M. Rodriguez's analysis, it was cognizant of what
the results of the analysis showed, namely one
possi bl e outcome anobng many.

Did | read that correctly?

A Yes.
Q You said it was -- when you say it, you're
referring to the conpany there, correct: It was

cogni zant ?
A Yes.
Q And the conpany was cogni zant of what the
results of the analysis showed.
What results were you referring to there?
A. Well, as | recall, M. Rodriguez's

analysis, it was a forward-I|ooking approach to
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eval uating the GPAA with the projected basis
i nformati on that he had available to him And
t hose results, | think, showed that the basis
differentials would have in -- | guess | don't
recall exactly what the results were, but that was
one scenario that the conpany understood coul d
happen, as well as there would be other scenarios.

Q Was the Aruba analysis, or as you referred
to it as the Rodriguez analysis, discussed in your
eval uati on of the North Shore GPAA?

A Could I have the question repeated for ne?

JUDGE SAI NSOT:  Sure.
(Record read.)

BY THE W TNESS:

A No .
BY MR. BRADY:

Q You say here in your testinmony that the
conpany was cogni zant of the results of the
anal ysis, yet it wasn't discussed at that tinme?

A " msorry?

Q | can rephrase it.

We were just | ooking at a sentence in your
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testimony, lines 1 -- lines 81 to 83 that said the
conpany was cogni zant of the results of the

anal ysis. And ny question to you was that you
didn't -- the conpany did not review the Rodriguez
analysis with respect to the GPAA despite being
cogni zant of its results.

A. We were -- | think it says cogni zant of
what the results of the analysis showed. And I
think that the results of the analysis showed one
particul ar possi ble outcone that we understood was
a possibility.

We al so understood that there were other
possi bl e outcomes for the GPAA that we did not have
an analysis to have to make us aware of them W
knew about them whether there was anal ysis behind
it or not. W understood the way the GPAA woul d
perform under various circunstances.

Q How di d the conmpany become cogni zant of
t he Rodriguez anal ysis?

A. | think the conpany first becone aware of
it during this proceeding.

Did you ask me how did the conpany becone
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aware of M. Rodriguez's analysis?

Q If you want to substitute aware for
cogni zant, nmy word that | used was cogni zant .
You're replacing it with aware, but...

| was under the inpression from your
testinony that you were stating that the conpany
was cogni zant of the results of the analysis.

A. No; that the conpany was aware of what the
results of the analysis showed.

Q. At what time?

A | think there's confusion over what |
testified to. And what | testified to is that this
analysis that M. Rodriguez did shows sonet hing.
There's a result. Those results were known to the
conmpany through its understanding of the market and
an understandi ng of the way the GPAA behaved, not
because of M. Rodriguez's analysis, though.

It's |i ke asking, you know, is this -- is
two plus two four. | know t hat not because | have
to be shown the equation and the elementary math
behind it. | know it to be true for other reasons.

Q You're aware that the Rodriguez analysis
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is an econom ¢ analysis, correct?

A | believe it's been characterized that
way, yes.

Q Were there other econom c anal yses that
wer e devel oped about the GPAA to your know edge?

MR. MULROY: Your Honor, | would ask that
maybe we ask counsel to define the term econom c
anal ysis which has been thrown around a | ot along
with financial analysis.

MR. BRADY: | thought | had just by
referring to the Rodriguez analysis as being an
econom ¢ anal ysi s.

MR. MULROY: | think the witness has said
t hat he had heard people were referring to it as
that, but | don't think it was defined.

JUDGE SAI NSOT: Can you get a little nore
specific, M. Brady? | don't think he has to get
much nore specific, though.

BY MR. BRADY:
Q M. Wear, have you -- | guess |I'l|l ask a
coupl e questi ons.

Have you seen the Rodriguez anal ysis?
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A. Yes.

Q If I were to show you the Aruba anal ysis,
woul d that refresh your recollection as to what |
mean by -- or would that denonstrate to you what |
mean by an econom ¢ anal ysi s?

A. Well, I think that regardl ess of what |
see, if you showed ne Mr. Rodriguez's analysis,

t hat may not enconpass everything that an econom c
anal ysis defines. But --

Q So then you have sone concept of an
econom ¢ analysis? |'m asking your understanding
of an econom c anal ysi s.

A. The phrase can be interpreted in a | ot of
di fferent ways.

Q All right. An econom c¢ analysis which
woul d be an analysis of the econom c effect the
GPAA had on rate payers.

MR. MULROY: |I'm sorry. Was that a
guestion or your definition?

MR. BRADY: That was the definition.
BY MR. BRADY:

Q So | guess going then back to the question
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was -- going back to the question, are you aware of
ot her scenarios that were analyzed using an
econom ¢ anal ysi s?

A. Well, I"maware of the ones that
M. Rearden did. |'m aware of the ones that
M. Graves did. And |'m sure there are others.

Q Thank you. You pointed out a flaw in ny
gquestion as far as timng. | was |ooking for
econom ¢ analysis | ooked at by the people who were
analyzing the GPAA prior to entering into a
contract in Septenber of 1999.

MR. MJULROY: Can we have a noment, your
Honor ?
JUDGE SAI NSOT: Sure.
(Brief pause.)
BY THE W TNESS:

A M. Brady, as | understand your definition
of econom c analysis, it's the economc effect the
GPAA had on rate payers; is that correct?

BY MR. BRADY:

Q. Yes.

A. So at the time period before the GPAA was
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in effect, there would be no analysis that would
show what -- the economc effect the GPAA had on
rate payers. There couldn't be.
| guess had or could have is where |I'm

confused. If it had an effect, it means it would
al ready have had to have occurred. And before
there was a contract, there couldn't have been
anything to | ook at.

Q Thank you. Would you mnd if | substitute
woul d as opposed to had or could? That would have.

A Where are you substituting that: I n your
definition or in your question or -- | think we
need to start all over here.

Q M. Wear, are we on the same page as far
as econom c¢ analysis? You had referred to the
word -- you said you had a problemwith the word

had which | believe was in ny question. So let me

go back to --
A It was in your definition of economc
anal ysi s.

MR. MULROY: He didn't say he had a

probl em

384



10

11

12

13

14

15

16

17

18

19

20

21

22

BY MR. BRADY:

Q Okay. The econom c effect that a contract
could have or would have on utility customers. And
t he question then being do you have that -- so

we're | ooking at the potential inmpact on customers.

MR. MULROY: |'m sorry. Now you j ust
added sonet hing, the potential. Were did you put
t hat ?

MR. BRADY: Could or would; planning. Are
we on the sane page?

MR. MULROY: You just added potential.
You just added the word potential. Just tell ne
where it goes.

MR. BRADY: It's not in the definition.
M. Mulroy, | believe you're being difficult.

JUDGE SAI NSOT: Okay. We're taking ten
m nut es.

(A recess was taken.)

JUDGE SAI NSOT: We're back on the record.

BY MR. BRADY:
Q M. Wear, | think your counsel had pointed

out -- |let me back up.
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| had made a statenment about the potenti al

and so forth. "Il retract that and just go back
to the definition, the nost recent definition that
| gave you of econom c anal ysis.

A. Okay. And if | may say what | believe
that to be?

Q Sure.

A. And that's the effect -- the economc

effect that a contract could or would have on

utility custoners.
Q. That's correct.
A Ckay.
Q You understand that utility customers

bei ng the same as a rate payer?

A Yes.

Q So going back to the time period in which
t he GPAA was being negotiated prior to
Septenber 17th, 1999, were there any economc
anal yses docunented by or seen by any of the people
i nvol ved in evaluating the North Shore GPAA?

A. | don't recall any econom c anal yses done

at that time period that nmeet that definition.
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Q Do you recall any econom c anal ysis
performed prior to the signing of the GPAA that was
beneficial to rate payers?

A | don't recall any anal yses being done at
that tinme period that had either positive or
negative results.

MR. BRADY: Your Honor, may | approach the
Wi t ness?
JUDGE SAI NSOT: Yes, you may.
MR. BRADY: Your Honor, I'd like to have
this marked for identification as Wear Cross
Exhi bit Nunber 1.
JUDGE SAI NSOT: Ckay.
(North Shore Wear Cross-Exam nation
Exhi bit No. 1 marked for
I dentification, 4-22-05.)
BY MR. BRADY:

Q M. Wear, do you recall producing a
docunent -- | guess the docunents on your conputer
bei ng produced to the parties who were in the
Peopl es Gas case?

A. Yes.
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Q And I will represent to you that this is a
docunent that | had pulled off the disk that was
provided to us, which is this that was | abeled with
your name on it.

Have you seen this exhibit before, this
docunent before?

A. This | ooks |ike a docunment that M. Jolly
showed ne on Wednesday in the Peoples Gas docket.
When he asked nme about it, | believe | responded
that | did not recall having seen it before that
time. When it was placed in front of me, ny
reaction was | had not -- did not recall it, had
not seen it before. And that was why | answered in
t hat fashion.

So ot her than having beconme famliar with
it since then, ny answer woul d have been the sane.

Q Since that time, has your -- |I'm sorry.
Your said your answer was the sane. So since that
time, you do not recall actually reviewing this
document prior to the GPAA being signed?

A. |*ve got no recollection of producing this

docunent . | "ve got no recollection of the
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circumstances that would have led nme to produce
this docunment. | don't recall having reviewed this
document after its creation for any purpose. And
when | say produced, | nmean created.

Q So then since Wednesday, though, you have
| ooked -- have you | ooked at this document -- |et
me rephrase that question.

Si nce Wednesday, have you found this
docunment on your conputer?

A | found it in the location that was
described to us on Wednesday. Again, | don't --
it's not physically on my conputer. [It's not the
sanme conmputer | had in 1999, but it's in an area of
t he conmpany's conputer system that's assigned to
me.

MR. MULROY: Your Honor, if | may while
there's a pause in the action, I'd like to put in
the record that at your request, after the
testi nmony about this docunment was given by M. War
in the Peoples docket, | asked M. Wear to search
t he conmputer that he has now pursuant to the file

path that M. Jolly gave to us, which is how
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M. Wear | ocated the docunent.

JUDGE SAI NSOT: Thank you, M. Milroy.
BY MR. BRADY:

Q. M. Wear, if | may ask, do you see in the
upper left-hand corner it says October '95? Do you
see that date?

A Yes.

Q It --

JUDGE SAI NSOT: For the record, this is
the same thing that M. Jolly produced, the exact
sanme thing, isn't it?

MR. BRADY: Yes, it is.

MR. MULRQOY: That exhibit, | guess for the
record's clarity, is marked Wear Cross Exhibit --

MR. BRADY: Cross Exhibit 15.

JUDGE SAINSOT: So let's call this Wear
Cross Exhibit 15.

MR. BRADY: COkay.

MR. KAM NSKI: That is a different docket.
Woul dn't it be better to maybe call this North
Shor e?

JUDGE SAINSOT: Right. [It's Wear Cross
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Exhi bit 1.

MR. BRADY: North Shore Cross Exhibit
Nunmber 17

JUDGE SAI NSOT: Ri ght .

MR. BRADY: COkay.
BY MR. BRADY:

Q Does this appear to perform an econom c
analysis from October '95 to Septenber of 19997

A " msorry. From what period to what
period?

Q From Oct ober 1995, which is in the upper
| eft-hand corner, to Septenmber 1999 in the bottom
ri ght-hand corner.

A Well, again, I'll refer to I think our
agreed-to definition of an econom ¢ analysis, that
bei ng one where a contract -- the econom c effect
of a contract -- that a contract could or would
have utility rate payers positive or negative. |
think we kind of arrived at that point.

Since these dates all occur in the past, |
don't know that anything in here would or could

affect the rate payers either way since, you know,
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any costs incurred by the rate payers would cost --
woul d occur in the future.

Q Let me ask you this. In the GPAA, the
GPAA was an agreenent between North Shore and Enron
Nort h America, correct?

A Yes.

Q Do you see on the docunent under actual
PGL, it says Enron North America proposal ?

A Yes.

Q The GPAA included terns, prices that

related to first of the nonth, correct?

A. Yes.

Q. And first of the nmonth is abbreviated as
FOW?

A That's a common abbrevi ation, yes.

Q And do you see FOM purchases on this?
A. Yes.
Q. And the GPAA, there's also -- you're

famliar with the DIQ the daily increnmental

quantity?
A. Yes.
Q And those purchases are on the daily
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price?

A That's correct.

Q And do you see that there is a line that
says daily purchases?

A Yes.

Q And do you see that there's a line that
says FOM m nus .03?

A. Yes.

Q And wasn't the North Shore contract first
of the nmonth m nus two cents?

A Yes.

Q So after reviewi ng those terns and your
famliarity with the GPAA, would you say that this
performs sonme sort of analysis of the GPAA?

A. This appears to attempt to back cast sone
type of analysis of purchases at the first of the
mont h and at the daily price and conmpare it to
actual purchases that did occur.

Q Thank you.

MR. BRADY: Your Honor, Staff would |ike
to nove this exhibit into the record, not for the

actual dollar amounts that are in this because it
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does use a different FOM m nus three cents, but
strictly for the fact that this was a docunent that
was on M. Wear's conmputer which we believe --

JUDGE SAI NSOT: Are you trying to say,

M. Brady, that you're only asking for it to be
adm tted for inpeachment purposes and not as
substantive evi dence?

MR. BRADY: It is substantive evidence to
the fact that there was an econom c anal ysis that
was performed prior to entering into the contract.

JUDGE SAI NSOT: | agree that is inpeaching
evi dence, not substantive evi dence.

MR. BRADY: Then we would nove that as --
my only disagreement with that is that is as to
M. Wear's testinmony -- okay. There's nmovenent for
pur poses of i npeachment.

JUDGE SAI NSOT: M. Milroy?

MR. MULROY: Your Honor, | would renew the
objection | made in the earlier case that there has
been no showi ng that this is an inmpeachi ng document
of M. Wear. It was shown to himfirst to refresh

his recollection as to whether or not an econom c
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anal ysis was perforned. He said he didn't renmenber
preparing it; doesn't know anything about it. |
don't see how this inpeaches his testinmony, so on
t hat ground, | would object to the conpletion of
t he i mpeachment.

JUDGE SAI NSOT: Well, | disagree,
M. Milroy. Your nmotion is granted.

MR. BRADY: Thank you.

JUDGE SAI NSOT: Just for the record, North

Shore Cross Exhibit Nunmber 1 is admtted into

evi dence.

Do you have a lot nore, M. Brady?

MR. BRADY: |'mnot sure if | have any
nore. |'mjust doubl e-checki ng.

JUDGE SAI NSOT: Ckay.
(Brief pause.)
MR. BRADY: Your Honor, we have no further
guestions at this tine.
JUDGE SAI NSOT: Do you have any questions
for M. Wear?
MS. SODERNA: No, we don't.

JUDGE SAI NSOT: | just have two or three
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questions for M. War.
EXAM NATI ON
BY
JUDGE SAI NSOT:

Q M. Wear, you testified about a possible
dramatic decline in basis. Could you be a little
nore specific about that?

A Yes, your Honor. The one-cent decline in
basis that we've tal ked about already this norning
was what we felt one base case that represented
what m ght happen under certain circunstances.

The conpany felt that there were other
possibilities that existed, namely the introduction
of a |lot nore pipeline capacity comng to the City
of Chicago to the market area and if those projects
were actually conmpleted that that would |l ead to the
Chi cago mar ket being oversupplied with natural gas
relative to the field locations. That would cause
the decline in basis to occur nuch nore rapidly
than the one cent. It could occur even to the
poi nt where cheaper prices would be available in

Chi cago versus the field |ocations.
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Q Thank you.

It's been a long time since |'ve | ooked at
the North Shore contract, so correct me if |I'm
wrong. The North Shore contract had an SIQ?

A. Yes, it did.

Q And is it fair to say that pursuant to the
SIQ provision, North Shore had no control over how
much gas it got?

A Under the North Shore contract, there was,
| believe, a 5,000-a-day m nimum SI Q requi renent

and a 10, 000- a-day maxi num

Q Ckay.

A And that was at the seller's discretion.

Q Okay. So there were sonme provisions.
Thanks.

You testified about the Aruba anal ysis.
Did you actually read that analysis before the
contract with Enron was signed?
A. No, your Honor. | first becane aware of
it during the discovery process of this
proceeding -- or of the Peoples proceeding.

JUDGE SAI NSOT: Okay. Thank you. | have
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no further questions. Any redirect?
MR. MULROY: | have just a little bit.
REDI RECT EXAM NATI ON
BY
MR. MULROY:
Q The SIQ provision you just testified
about, was that a bad provision for the conpany?
A. I think the conpany's position was that it
was not a bad provision.
Q Well, if it didn't have any control over
t he gas, why wouldn't that make it a bad provision?
A Because all vol unes purchased under the
SIQ provision would have been at the applicable
first of nmonth price, which was a market base price
and were subject to a two-cent discount.
Q Well, it sounds |ike Enron can take
advant age of the conmpany under the SIQ. I s that
true?
A | don't -- | don't think that that's a
correct characterization of an SIQ.
Q Why not ?

A Because the conpany was willing to
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purchase that anmpunt of gas at the base load -- |I'm
sorry -- at the first of month price and felt that
t hat was not a bad thing.

Q Well, when you say willing, does that nean
it was necessary to make those purchases?

A. Yes. Those S- -- anything purchased under
the SIQ provision would have been used and usef ul
during the summer nonths for storage injection.

Q You tal ked about this decline in basis.
Can you tell us why there was a projected decline
in basis?

A It was primarily due to the alliance
pi peline and the northern border pipeline
expansi on, both of which were due to conme into
service sonetine after the GPAA or thereabouts,
either near the start of the GPAA or shortly
t hereafter. And again, that would have created the
oversupply situation that we felt was going to | ead
to this decline in basis.

Q Why would it create an oversupply
situation?

A Because there was nore delivery capability
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to the market area than there was either native
mar ket or take-away capacity on ot her pipelines.

Q When was this projection made? Wen did
t he conpany start to project a possible decline in
basi s?

A. I think we were studying those reports
fromvarious entities, such as CERA, for perhaps a
year | eading up to the GPAA.

Q Now, is there a transportation credit
provision in the North Shore GPAA?

A Yes. It was inplied in the two-cent
di scount that as a result of Enron being able to
optim ze transportation assets that the conpany
felt it should get a portion of that returned to it
in terms of econom c value. And that resulted in
the two-cent credit.

Q And was that a good provision, in your
opi ni on?

A Yes, because if the conpany continued to
purchase and deliver gas on its own transportation
and this potential dramatic decline of basis

occurred, there m ght have been no transportation

400



10

11

12

13

14

15

16

17

18

19

20

21

22

value as a result of that. So this preserved that

right -- or preserved that val ue.
Q You testified that you performed a role in
evaluating the GPAA. In particular, you exam ned

how the contract operated and whether it net the
conmpany's needs. Could you expand on what exactly
you di d?

A I would have been tasked with the
responsibility of making sure that there was enough
flexibility in the contract to meet the varying
weat her patterns that the conpany typically sees;
that it would have had the anmpunts of gas avail able
to the conmpany on a firm basis at the | ocations
that it was needed to receive the gas in order to
make it useful; and that it met the other criteria
t hat we had established as part of the negotiation
process.

Q How di d you go about doing that? Did you
| ook at docunents? Did you do analyses? Did you
neet with other people? What did you do?

A. We did all of those things. W tested the

provi sions, where appropriate. W negoti ated

401



10

11

12

13

14

15

16

17

18

19

20

21

22

changes where we thought changes needed to be made.
We refined the analysis and repeated it and
eventually arrived at what we felt was a final
product that was a good contract for the conpany to

enter into.

Q You said you refined the analysis and
reviewed it. What do you mean by anal ysis?
A It could be written analysis. It could be

different types of npdels that we m ght have
available to us. It could be sinply the types of
di scussi ons that you mentioned, things that would
have been testing our thinking and our
under st andi ng of gas supply contracts i n genera
and the gas supply market in general.

Q And when you say we, are you including
this large group that you testified to on
Cross-exam nati on?

A Yes.

Q. Now, why was it that in the course of this
anal ysis you or someone under your direction did
not perform an econom c anal ysis?

A The conpany understood the way that the
402



10

11

12

13

14

15

16

17

18

19

20

21

22

contract would perform and what the results would
be under various circumstances. An econom c

anal ysis wasn't necessary each step of the way in
order to make us aware of those possibilities.

Q How coul d you understand those
possibilities w thout an econom c anal ysis?

A. Because we do it every day as part of our
j obs.

Q Now, fromtime to time would people
exchange i1deas and opinions with you about the GPAA
and its effect?

A Yes.

Q During the course of your analysis of the
GPAA, were the terms changing fromtime to time?

A. Yes.

Q And woul d that mean that some opinions
woul d be wrong?

A Yes.

Q Did you review a variety of options which
applied to the GPAA and its numerous provisions?

A Yes.

Q How many options would you have revi ewed,
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if you can recall?

A There woul d have been countless different
possibilities for us to review. And we probably
did our best to study them all

But just, for exanple, if you take three
di fferent conponents of the contract price,
weat her, and how it fits into our system along
with the other deliveries fromtransportation
custoners, those three elenments could each have
three different levels. You could have a high
price environnent, a |low price environnent, or a
normal - priced forecast. And simlarly with
weat her, you can have col der than normal, warnmer
t han normal, or normal weat her.

Just matching those three provisions wth
three different possibilities means that there were
27 different possibility outcomes to review. And
we often reviewed in such fashion to try and get as
conplete a view of what the contract m ght do.

Q And you keep using the word we. How many
peopl e were involved in this anal ysis?

A As | nmentioned to M. Brady, the anpunt of
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i nvol vement of different people would vary, but
probably the total number of people from our
conpany al one was several dozen.

Q And who is Roy Rodriguez?

A. M. Rodriguez was an enpl oyee of Peopl es
Energy in the risk management area, and | believe,
as we've established, he was involved in the
process of determ ning the qualifications for the
fi xed gas charge proposals.

Q Why is M. Rodriguez's docunent that
M. Brady has showed you referred to as Project
Aruba?

A. | don't know how it got that name. |
t hi nk Aruba was a term that was generally applied
to the whol e process of our negotiations with
Enron, and that just kind of stuck.

Q It was a deal name?

A No. It was just the name that applied to
t he process in general.

Q Did you hear M. Rearden testify that he
did not agree with everything in M. Rodriguez's

anal ysi s?
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MR. BRADY: Your Honor, |I'm going to
object as far as |I'mnot sure how this is
necessarily redirect since he's tal ki ng about

M. Rearden. M. Rearden wasn't involved in his

questions. | think if this is a setup question for
something else, that's fine. I'mwlling to give
you that |leeway. |'mjust not seeing the..

JUDGE SAI NSOT: M. Muilroy?

MR. MJULROY: Well, M. Brady
cross-exam ned this w tness about page 4 of his
Exhibit H where M. Rearden is nmentioned severa
times.

And secondly, M. Brady is offering this
Rodri guez analysis, | guess, as sone kind of a
document maybe that should have been relied on by
soneone, and I'"'mtrying to clarify the record in
t hat regard.

JUDGE SAINSOT: 1'Il allowit. It was in
the direct.

BY MR. MULROY:
Q Are you aware that Dr. Rearden -- | should

say Doctor. | apologize -- said that he did not
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agree with everything in this Rodriguez docunent?

A | believe that he disagreed with the use
of a liquidity adjustment, price liquidity
adj ust ment, anmong per haps ot her things.

Q Do you know when this docunent was
prepared by Rodriguez?

A l*"msorry. | don't recall.

Q And do you recall -- 1 think M. Brady
asked you this. Do you recall reviewing it?

A | did not review it in ny evaluation or
revi ew of the GPAA. | only became aware of it in
t he proceedings that we're in here.

Q Now, on page 4 of your Exhibit H at
line 79, you said: M. Rodriguez's analysis has
been one scenario that predicts the performance of
the GPAA. Dr. Rearden's analysis is yet anot her.
The CERA scenarios M. Graves describes in his
initial rebuttal testinony are yet nore.

Do you see that?

A. Yes, | do.
Q And is that still your testinony?
A. Yes, it 1Is. | think it describes the
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range of outcomes fromthe | ess dramatic cases to

the nmore dramatic cases that | was referring to
bef or e.
Q Despite the fact that you don't agree with

what's in Rodriguez's analysis and despite the fact
that M. -- or Dr. Rearden does not agree with
everything in his analysis, would you consider this
Rodri guez docunent to be determ native of the
prudence of the GPAA?

MR. BRADY: Your Honor, |I'm going to
object to the characterization that M. War
di sagrees with M. Rodriguez's analysis. | believe
he said that they were cognizant of it at the time
and that it was only one other analysis. He didn't
actually say that he had reviewed it or commented
on whet her it was appropriate or not.

MR. MULROY: On page 4, which is what
M. Brady used to cross-exam the w tness’
testinmony is: Well, certain itenms in the Rodriguez
analysis -- and |I'm paraphrasing -- matched --

JUDGE SAI NSOT: Which docunment? |'m

sorry.
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MR. MULROY: Page 4 of Exhibit H.

JUDGE SAI NSOT: Okay.

MR. MULROY: -- (continuing) matched those
in the GPAA. There are differences as well.

MR. BRADY: |'msorry. |In the docunent
where are you? Exhibit H, page 4?

MR. MULROY: Ri ght, line 68.

JUDGE SAI NSOT: And your objection again,
M. Brady, is what? |'m not quite sure |
understand it.

MR. BRADY: In M. Mulroy's question, he
said when you stated that you disagreed with
M. Rodriguez's analysis, and ny question rel ated
to M. Wear's comment, M. Wear's testinony on
lines 81 to 83 where they were tal king about the
conpany bei ng cogni zant of the results showed,;
mai nly, there's one possible anmong many. He didn't
actually say that they disagreed -- or he didn't
state that today. | believe today he stated that
he hadn't actually reviewed it.

JUDGE SAI NSOT: | understand that part.

" m just not sure what you want nme to do with that.
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Can he rephrase?

MR. BRADY: Sur e.

JUDGE SAI NSOT: Okay. Just rephrase
M. Ml roy.
BY MR. MULROY:

Q Do you agree with that this Rodriguez
report is determ native of the prudence of the
GPAA?

A No. | think it has some shortcom ngs.

Q And what are they?

A. Well, as | testified to in nmy additional
rebuttal, that the provisions are not identical to
those in the way the contract was finally execut ed.

Q So this report was not relevant in the
sense that certain ternms were changed before the
contract was signed that were referred to in the
Rodri guez docunents?

A Yes. It's not relevant for that reason.
Plus, it's not relevant because it wasn't relied on
by the people who were involved in the
deci si on- maki ng process.

Q Well, based on that fact, had you relied
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on these Rodriguez papers, that would have been a

prudent way to make a deci sion on whether this

contract was good or not; isn't that true?
A | believe that's true.
Q Let me also now refer you to Wear

Cross- Exam nati on Exhi bit Nunber 1 which M. Brady
asked you several questions. Do you see that?

A. Yes.

Q Do you have any recollection as to when
t hat was prepared?

A Only fromthe informati on that's been
provi ded that indicates that it was created on
September 8th, 1999, and | ast nodified on
September 10th, 1999.

Q And you have no reason to doubt that
that's accurate, do you?

A No .

Q. Was t his docunent, which you do not
recall, determ native of the prudence of the GPAA
or lack thereof?

MR. BRADY: Object to how he can neke that

evaluation if he has -- he's already testified to
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the fact that he hasn't seen it and he's not
famliar with it.
JUDGE SAI NSOT: Right. The objection is
sust ai ned.
BY MR. MULROY:
Q | accept that, and you agree with counsel
t hat you've never seen this docunent before this

proceedi ng; is that correct?

A | have no recollection --
Q. No recoll ection.
A -- of seeing it prior to Wednesday when it

was shown to me.

Q And you have no recollection of relying on
it in any way in connection with your work on the
GPAA; is that correct?

A That's correct.

MR. MULROY: That's it for nme, Judge.

JUDGE SAI NSOT: Any recross?

MR. KAM NSKI : Yes, your Honor.

JUDGE SAI NSOT: Do you know, why don't we
break for |unch?

MR. KAM NSKI: | don't expect to be going
412



10

11

12

13

14

15

16

17

18

19

20

21

22

too | ong.
JUDGE SAI NSOT: Okay. Then we can get
M. Wear out. OCkay.

RECROSS- EXAM NATI ON

BY
MR. KAM NSKI
Q M. Wear, you were asked questions on

redirect regardi ng whether the SIQ was a bad
provi sion, correct?

A | don't recall if he said it was a bad or
good. | think nmy testinmony should say that | don't
think it was a bad provision.

Q And you agree that there is an option that
Enron North Anerica has to provide between 5 and
10, 000 MM BTUs per day under the SIQ provision?

A Yes.

Q Did you evaluate the val ue of that
flexibility to Enron North America?

A No .

Q You al so testified on redirect regarding
t he declining basis issue, correct?

A. Yes.
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Q And you stated that there was -- the
reason for the potential decline -- that was the
basis of a question of both nyself and the
Adm ni strative Law Judge Sainsot -- was that there
was two new pipelines that were supposed to be
comng into play in the near future?

A. My testinmony is that the proposed
extension of the northern border pipeline to
Chi cago and the construction of a new pipeline, the
alliance pipeline, from Canada to Chicago were
paranount in our thoughts as to why decline basis
m ght decl i ne.

Q And you also testified that you consulted
several publications, including CERA, to see this
information, correct?

A Well, we didn't need the publications to
| et us know that these projects were planned. W
were aware of them | think the CERA publications
and other information reenforced the belief that
this was going to have an inpact on the basis.

Q And CERA is avail able generally to the

public?
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A. " mnot sure. Sone -- sone reports m ght
be. Some reports m ght be available only to
subscribers. | guess |I couldn't attest to one way
or the other.

Q So this information is not just
proprietary to you, correct? | mean, when | say --
this information is not proprietary just to North
Shore, correct?

A That's correct.

Q And in the charts that were attached to
your additional direct, you have those three charts
t hat were based on CERA's i nfornmation, correct?

A Yes.

Q And part of that information on those
charts were estimates of the future basis, correct?

A Yes.

Q You were al so questioned by M. Milroy
regardi ng the docunents, whether you | ooked at
docunents or refined the analysis of the GPAA. Do
you recall that?

A Yes.

Q And do you also recall that he asked
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gquesti ons about what conprised of the anal ysis?
A. Yes.
Q And you stated those anal yses could be

written; could be nopdels; could be discussions,

correct?
A Yes.
Q Was this analysis witten?
A. Whi ch analysis? Witten -- the one that

went in to refining our thinking?

Q Yes.

MR. MULROY: Wait. |'msorry. Are you
tal ki ng about -- what are you tal king about is
written? |'m sorry.

MR. KAMNSKI: [I'mreferring specifically

to the questions that were asked in redirect asking

M. Wear to define what he neant by analysis in the

statenment he made regarding analysis for the GPAA.
MR. MULROY: Well, | don't know what the

guestion is now. | thought you asked hi m was

somet hing other written. Could | have the question

back?

JUDGE SAIl NSOT: Yes. | think 1t's fair
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just read the question back.
(Record read.)

THE COURT REPORTER: "Question: And you
stated those anal yses could be witten; could be
model s; coul d be di scussions, correct?"

MR. MULROY: Right. | didn't know what
that meant: Was this analysis witten. That's why
| objected.

JUDGE SAI NSOT: You nean this -- you don't
know what this refers to? |Is that what you're
t al ki ng about ?

MR. MJULROY: Ri ght .

JUDGE SAI NSOT: Well, just rephrase,

M. Kam nski .
BY MR. KAM NSKI

Q M. Wear, the analysis that you referred
to in your response to a question from M. Milroy
on redirect that he then asked you to clarify and
you answered it could be a witten analysis, it
could be models, or it could be discussions, do you
recall that?

A. Yes.
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Q That anal ysis, the analysis that | just
referred to in the earlier question, was there a
witten anal ysis?

A | think in order to even have a
di scussi on, we were probably having things written
down. | wasn't referring to a particular analysis
that was written. Some documents were produced in
t hat process and were relied on and were consi dered
and then not considered after that.

Q So you're stating that the group -- and by
the group, | refer to the -- | believe the term was
several dozen or a couple dozen people that were
negoti ati ng and evaluating the GPAA -- that group's
anal ysis was docunented?

A. " msaying at tines we wrote things down.
' m saying at tinmes a nodel may have been produced
a chart or a graph or a table that was useful in
our discussions and in our negotiation and refining
our thinking.

Q Did any of those nmopdels or discussions
i nvol ve the provisions that eventually became the

GPAA?
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A | can't recall if they did or not.

Q You stated in response to one of the
questions of M. Milroy on redirect that the
conpany understood the effects of the GPAA. \hat
was the basis of their understandi ng?

A. The basis of their understanding is the
cunmul ative knowl edge and expertise that the people
brought to the process.

Q And t here was no docunentation as a basis
for their understanding of the effects of the GPAA?

A " mnot sure | understand your question.
| think I've already said that there were charts
and tabl es and graphs and notes that were written

that we used, so | don't know how el se to answer

t hat .

JUDGE SAI NSOT: You need to rephrase,
M. Kam nski . | didn't understand that question
ei ther.

MR. KAM NSKI : That's all | have, your
Honor .

JUDGE SAI NSOT: Ckay.

MS. SODERNA: Your Honor, can | just ask a
419
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couple clarifying questions? | know | didn't
participate in cross-exam nati on.
MR. BRADY: Staff did have a couple.
M. Kam nski did follow a question that | wanted,
but | wanted to take it a couple questions further
at one point.
JUDGE SAI NSOT: Any objection?
MR. MULROY: Yes, sure, but | don't think
it's going to --
MS. SODERNA: There are some things on
redirect that raised some questions in nmy m nd.
JUDGE SAI NSOT: All right. Let's try and
be brief. Okay?
MS. SODERNA: Il will be brief.
CROSS- EXAM NATI ON
BY
MS. SODERNA:
Q Al ong the lines of what M. Kam nsKi
was -- my nane is Julie Soderna, by the way, and |
represent the Citizens Utility board.
You nmentioned that there were gener al

anal yses done, and some of these m ght have been
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docunmented in the form of charts or tables or other
forms of docunmentation that were -- can | use the
word informal? |s that sonmething you would say?

A I think in the process of having these
di scussions in these analyses and in refining our
t hi nki ng, we sonetimes wote things down. W
someti mes produced graphs. We sometimes had
sources of information that were in docunment form

We did not docunment the process or use
docunents as -- use written docunentation as the
analysis itself, | guess. | feel like |I've said
this six or seven different ways, and |I'm stil
comng up with the same answer.

Q Well, it's a key point, and we're just
trying to refine it a little nore.

A Well, | don't know how | can refine it any
nmore for you.

Q Well, | guess to repeat -- to clarify what
you had said before, none of these anal yses would
fit your definition of econom c anal ysis?

A. The definition that was di scussed --

MR. MULROY: Well, | object, your Honor.
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| don't think he testified to that, so -- | don't
under st and your question, M. Soderna.

MS. SODERNA: Well, he's been referring to
different types of analyses -- that the group that
negoti ated and anal yzed the GPAA, different types
of analyses that that went through. And he
descri bed different types of potential
documentation as a result of that analysis. And |
guess | 'mjust trying to refine the issue. And he
has said -- he's testified to the fact that there
were no econom c¢ anal yses done of the GPAA.

JUDGE SAI NSOT: So what's the question?

MS. SODERNA: The question is he would not
recall any of these other anal yses that we just
heard about on redirect -- that he would not refer
to them as econom ¢ anal yses.

JUDGE SAI NSOT: Well, are we going to get
into the definition of econom c again?

MS. SODERNA: We're using the sane
definition that was used earlier.

MR. MULROY: It just seens |like this has

all been asked and answered, but naybe not.
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MS. SODERNA: Let nme withdraw t hat
guestion, and I'Il ask anot her one.
BY MS. SODERNA:

Q | guess ny question along the sanme |ines
is is the reason that you didn't have any
formal | y- docunent ed anal yses that supported your
entering into the GPAA because you and your group
at North Shore thought the deal was so clearly a
good deal that analyses was not necessary -- a
formal docunented anal ysis was not necessary?

MR. MULROY: Okay. Now I|I'm afraid you're
going to have to read the question back.

(Record read.)

JUDGE SAINSOT: |I'msorry. You're going
to have to rephrase that just in terns of someone
bei ng able to answer it, but M. Milroy, you have
no obj ection?

MR. MULROY: You got there before ne.

JUDGE SAI NSOT: Ckay.

MR. MULROY: Only because |I'm hungry.

MS. SODERNA: Okay. [|'Ill rephrase it.
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BY MS. SODERNA:

Q Are you testifying that the GPAA was so
clearly a good deal in the m nds of you and your
associ ates that evaluated it that a fornmal
docunent ed anal ysis was not necessary?

A. | " msaying that when it was arrived at the
time to make the deci sion on whether or not to
enter into the GPAA that there had been sufficient
analysis of all kinds through these discussions and
iterations and evaluations that we felt it met the
criteria that we had established and that the
person who ultimately made the deci sion was
confortable with it.

Q | just want to switch gears. | have just
a couple questions on the Aruba analysis that was
di scussed again on redirect.

And | apologize if this is duplicative,
but did anyone at North Shore that you know of
review the Aruba -- so-called Aruba analysis other
t han yoursel f, because you said you had not, before
the GPAA was signed?

A | don't believe anyone at North Shore
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reviewed it before signing the agreenent.

Q Do you know if anyone at North Shore was
aware of the anal ysis?

A | don't believe anyone at North Shore was
aware of the analysis before the agreement was
si gned.

Q But your understanding is that the Aruba
anal ysis was produced or created before the GPAA
was entered into; is that right?

A Yes, yes. And | am unaware of anyone that
reviewed it or used it as a neans to evaluate the
contract before it was signed.

Q And is that the only -- I'"m sorry. On
redirect you referred to other analyses that showed
t he GPAA was a good deal for rate payers, to
sunmari ze?

A | think I, on the questioning from

M. Brady, mentioned Dr. Rearden's analysis --

Q Ri ght .

A -- and M. Graves' anal yses --

Q Ri ght .

A -- as anal yses that were of the GPAA. I
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under st and and recogni ze that they were not done --
t hat they were done after the fact.

Q Wel |, that was nmy next question. | was
just going to clarify that you were -- that was
your understanding; that those anal yses were done

after the fact; the Aruba analysis was done before

t he fact.
That's your understanding, correct?
A. Yes.
Q | guess ny final question is how do you

know t hat the group that evaluated the GPAA, the
North Shore group, how do you know that they did
not rely on the Aruba anal ysi s?

A |*msorry. How do I know that they?

Q Did not rely upon the Aruba analysis as an
eval uati on of the GPAA.

A Well, I'"ve talked to themin the process
of preparing data responses when we were originally
guesti oned about the Aruba analysis, and | was the
responsi ble witness for providing the company
response, so | would have participated in those

di scussi ons about who had seen it and who hadn't
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seen it.

MS. SODERNA: Thank you very much. That's

all | have.
JUDGE SAI NSOT: M. Brady?
MR. BRADY: | think | have two questions.
RECROSS- EXAM NATI ON
BY
MR. BRADY:
Q M. Wear, going back to your response to
M. Mulroy about docunmentation that you had,
numer ous docunents as you were refining your
anal ysis, did the team who was perform ng the
anal ysis know that this GPAA would inmpact the
purchase gas adj ustnent?
A. Coul d you repeat that?
Q Did the team who was perform ng the
anal ysis and eval uation of the GPAA know t hat the
contract would inpact the purchase gas adjustnent?
A. Well, | think we were all aware that this
was a contract that was going to provide service

for conpanies' rate payers, yes.

MR. BRADY: Thank you. That's all | have.
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JUDGE SAI NSOT:  Anyt hi ng?
(No audi bl e response.)

JUDGE SAI NSOT: Okay. Thank you,

M. Wear. VWhy don't we get back here at 2:15?

MR. KAM NSKI : 2:15, you said?

MR. BRADY: | think all we have left --

JUDGE SAI NSOT: You only have Ms. Grace
left?

MS. KLYASHEFF: Ms. Grace and M. Zack,
neither of whomthere's going to be cross on the
record is nmy understanding, so | think this could
be wrapped up very quickly.

JUDGE SAI NSOT: Oh, okay. So if nobody
has any questions for Ms. Grace or M. Zack...

MR. KAM NSKI : No .

MS. SODERNA: No.

MR. BRADY: Well, and Staff has no
guestions for Ms. Grace. However, M. Zack

testified -- since he testifies in both cases,

Staff will be noving for the adm ssion -- or noving

t hat the Judge take adm nistrative notice of

Staff's cross-exam nation of M. Zack in the
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Peopl es Gas case and we will provide that
transcript at the time when it's avail abl e.
JUDGE SAI NSOT: Right. So what you're
saying is that we could just admt these two and
| eave and not cone back?
MR. BRADY: Yes.

JUDGE SAI NSOT: Okay. That sounds |ike a

pl an.

MS. SODERNA: Are they avail abl e?

MS. KLYASHEFF: | have an affidavit from
Ms. Grace which | will circulate |ater. | do have

a copy for the ALJ at this tine.

M. Zack | will have it available in the
next day and will provide that through the docket
for the parties.

(Respondent's Exhibits A E, and G
mar ked for identification, 4-22-05.)

JUDGE SAI NSOT: So you're noving for
adm ssi on of Respondent's Exhibit E and G which are
the rebuttal testinmny and additional rebuttal
testi nony of Thomas E. Zack and al so Respondent's

Exhi bit A. And Ms. Grace didn't have rebuttal ?
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MS. KLYASHEFF: No. Ms. Grace only had
direct testinmony in this case, and Exhibit 1 is the
reconciliation statenment.

JUDGE SAI NSOT: Okay. MWhich is attached
to Ms. Grace's direct testinmny?

MS. KLYASHEFF: Yes. And at the end of
t he packet | handed you is her affidavit.

JUDGE SAI NSOT: Ri ght . Thank you.

Is there any objection to adm ssion of
t hese documents into the record?

MR. KAM NSKI : No, your Honor.

MS. SODERNA: No, your Honor.

MR. BRADY: None from Staff.

JUDGE SAI NSOT: That being the case,

Ms. Klyasheff, Respondent's Exhibit A, which is the

direct testinony of Valerie H Grace, as well as

the attachment to that which concern -- |'m just
| ooking for the affidavit. | don't see it. el |,
we'll deal with it in a second -- as well as the

attachnents to it and Respondent's Exhibit E and G
which are the rebuttal testimny of Thomas E. Zack

and the additional rebuttal testinony of Thomas E.
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Zack, are admtted into evidence.
We can go off the record.
(Di scussion had off the record.)
JUDGE SAI NSOT: Okay. So anyt hing
further?
MR. BRADY: | don't believe so.
JUDGE SAI NSOT: We can go. Thank you all
(Wher eupon, the above-entitled matter

was continued to May 5, 2005.)
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